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Abstract  
This study aims to compare the operating performance of the Portuguese companies 
when acquired by foreign companies (cross-border acquisition) and by other Portuguese 
companies (domestic acquisition). Most of the literature regarding this topic analyses 
the impact of cross-border acquisitions and domestic acquisitions on acquiring 
companies’ financial performance. The studies that analyzed the difference between the 
impact of cross-border acquisitions and domestic acquisitions on the operating 
performance are scarce.  This study can contribute to fill this gap in the literature. In this 
study the evolution of some variables are analyzed and, in general, the difference 
between domestic and cross-border acquisitions on the target company’s operating 
performance is not significant. However, we find that domestic acquisitions have a 
better and significant impact on target companies’ ROA than cross-border acquisitions 
in the second year after the acquisition. We also find that acquisitions, in general, have a 
negative impact on the efficiency of the target companies and a positive impact on their 
profitability.  
 
 
 
Key-words: Cross-border acquisitions, Domestic acquisitions, Operational 
performance, Financial performance, Target firm. 
JEL-Codes: G34, L25  
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Sumário 
Este estudo tem como objetivo comparar o desempenho operacional das empresas 
portuguesas quando adquiridos por empresas estrangeiras (aquisição transfronteiriça) e 
por outra empresa Portuguesa (aquisição doméstica). A maior parte da literatura 
relacionada com este tema analisa o impacto das aquisições transfronteiriças ou o 
impacto das aquisições domésticas no desempenho financeiro das empresas adquirentes. 
Os estudos que analisam a diferença entre o impacto das aquisições transfronteiriças e 
aquisições domésticas no desempenho operacional das empresas são escassos. Este 
estudo pode contribuir para preencher esta lacuna na literatura. Neste estudo, a evolução 
de algumas variáveis são analisadas e, em geral, a diferença significativa entre as 
aquisições domésticas e transfronteiriças no desempenho operacional da empresa-alvo 
não é significativa. No entanto, verifica-se que as aquisições domésticas têm um melhor 
e significativo impacto no ROA das empresas-alvo de aquisições transfronteiriças no 
segundo ano após a aquisição. Também é possível verificar que aquisições, em geral, 
têm um impacto negativo sobre a eficiência das empresas-alvo e um impacto positivo na 
sua rentabilidade. 
 
 
Palavras-chave: Aquisições Transfronteiriças, Aquisições Domésticas, Performance 
operacional, Performance financeira, Empresa alvo. 
Códigos-JEL:G34,L25 
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1. Introduction 
 
In the last century, mergers and acquisitions became a much used strategy for 
companies as they represented an alternative strategy for the development of the firms. 
Globalization and technological development were greatly responsible for the growth of 
M&A, and more precisely for the growth of cross-border acquisitions.  
Mergers and Acquisitions play an important and unquestionable role in the economy. 
Cross-border acquisitions allow companies to explore foreign markets and to develop 
their activity in other environments. Domestic acquisitions allow companies to increase 
their position on their own market. These types of acquisitions are very important for all 
the economies but, more precisely for an economy as Portugal.  
In this study, the impact of cross-border vs. domestic acquisitions on the operational 
performance of Portuguese target companies will be studied.  
The majority of the academic studies on mergers and acquisitions focus on the financial 
performance rather than on the operational performance and only analyze the 
performance of the companies when they are involved either in domestic acquisitions or 
cross-border acquisitions. Another important point is where acquisitions occur. Many of 
the studies focus their analysis on acquisitions that occurred in the United States and 
United Kingdom (Gugler et al., 2003), while studies for Portugal are rare.  
Since studies that compare the impact of these two types of acquisitions in the 
operational performance of the target companies and the studies related to Portuguese 
market are scarce, we believe that this study will contribute to fill a gap in the literature 
related to merger and acquisition. This study can also be very pertinent for the target 
companies, since they can assess the difference between being acquired by a national or 
an international company and so may help them define a future strategy. 
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As such, this dissertation will try to answer the question “is there a difference in the 
performance of the target company after being acquired by a national or an international 
company?”. 
In order to answer the previous question, we will analyze the impact that domestic and 
cross-border acquisitions have in the operational performance of Portuguese target 
companies, starting from the last year before the acquisition until the third year 
following the acquisition.    
Besides this Chapter, the dissertation has six more chapters. In Chapter 2 the literature 
overview will be presented. In Chapter 3 we will describe our sample and in Chapter 4 
the methodology will be explained. In Chapter 5 we will present our univariate analysis. 
In Chapter 6 our results are presented and finally, Chapter 7 concludes this dissertation. 
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2. Literature Review 
 
In this Chapter we will make a summary of the literature related to the theme of this 
dissertation. We will start with the relevant definitions namely the definition of mergers 
and acquisitions, cross-border and domestic acquisitions. Then, we will focus our 
analysis on the main theories and on similar studies.  
2.1. Definition of Mergers and acquisitions  
According to Roberts (2003), we can define mergers and acquisitions as “the 
combination of two or more companies into one new company or corporation.”1 
However, we can define M&A separately because, as we know, mergers are different 
from acquisitions. The main differences between these two concepts are how the 
combination of these companies is done and if at the end of the process we have one 
single company or if the companies that already exist remain the same.  
According to Roberts (2003), a merger involves some kind of negotiation between 
companies and, according to Straub (2007) and Bragg (2007), a merger happens when 
in the process two (or more) companies become a single company. 
In the case of an acquisition a negotiation process is not needed (Roberts, 2003) and at 
the end of the process, two separate entities still exist but the acquiring firm purchases a 
considerable part or all the target firm’s assets, as so, this company is the new owner of 
the target firm (Bragg, 2007). Based on Chen and Findlay (2003), we can divide 
mergers and acquisitions in different types taking into account three different aspects: 
value chain, relationship and the economic area. In the case of value chain, M&A can be 
divided into: i) horizontal M&A, where the acquiring and acquired companies are in the 
same industry; ii) vertical M&A, where the M&A process is based on the relationship 
                                                          
1
 Roberts et al. (2003). Mergers and Acquisitions. Edinburgh Business School. 
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between the client-suppliers and the buyer-seller; and iii) conglomerate M&A, where 
the acquiring and acquired companies have unrelated activities. 
In the point of view of these authors we can also divide the M&A according to the 
relationship during the transaction, into friendly or hostile M&A. In the friendly 
acquisition the board of directors of the acquired firm agrees with the acquisition. In the 
hostile acquisition the board of directors of the target company doesn’t agree with the 
takeover. 
Finally, when we pay attention to the economic area division, we can split the M&A as 
domestic ones and cross-border acquisitions. 
The concept of cross-border acquisition has been undergoing some changes. Initially, 
the studies defined this type of acquisitions as the ones that were done between a firm in 
a developed country and a company in a less developed country (Wilson, 1980). 
Nowadays, cross-border acquisitions are defined as a deal between companies 
headquartered in different countries. This deal is exactly the opposite of a domestic, 
when both companies (acquiring and acquired) have their headquarters in the same 
country.  
According to Dess (2003), being exposed to new and different environments challenges 
companies to be open to new cultures, to new thoughts, and to absorb new information 
and knowledge.  
 
2.2. The impact of mergers and acquisitions on the performance of 
the company 
 
There are many studies about the impact of cross-border acquisitions on the financial 
performance of the companies, and how these acquisitions affect the wealth of the 
shareholders, with opposite conclusions. However, the majority of the evidence 
indicates that the shareholders of target companies are the winners in the acquisition 
deal and the effect of the acquisition on the acquiring firm is not so clear (Murray et al., 
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1987). Some authors concluded that acquisitions generate positive abnormal returns or a 
significant impact on the operating performance, others came to the conclusion that the 
positive post-performance of acquisitions are not statistically significant and other 
authors show a negative performance generated by the acquisitions.  
2.2.1. The impact on financial performance 
Francoeur (2007) studied the performance of Canadian acquiring companies that were 
involved in cross-border acquisitions, between 1990 and 2000, and they found that 
cross-border acquisitions did not create substantial abnormal returns in the five-years 
after the announcement. However, during their research they identified some factors 
that could lead to “efficiency gains such as high levels of R&D and the strong 
combination of R&D and intangibles”2. Other authors achieved the same conclusions as 
Fatemi and Furtado (1988), using a sample of 117 U.S. bidding firms from 1974 to 
1979, found negligible abnormal returns. Doukas and Travlos (1988) also found similar 
results using a sample of 301 cross-border deals since 1975 to 1983.  
Similar results were also found in the case of domestic acquisitions. For example, 
Moeller et al. (2003) found that domestic acquisitions don’t represent any gain or loss 
for acquiring companies, so these acquisitions don’t have a significant impact on 
financial performance.    
However, some studies found a negative impact of cross-border acquisitions, i.e., 
acquisitions destroyed value for shareholders. Andre et al. (2004) studied the long term 
performance of 267 Canadian acquisitions between 1980 and 2000 and found that 
Canadian acquirers underperformed in the three-year after the acquisition and that the 
cross-border deals have a poor performance in the long-run. Datta and Puia (1995) also 
found similar results for cross-border acquisitions in United States. Cummis and Weiss 
(2004) using a sample of 256 acquisitions, attained the same conclusion as the previous 
studies for domestic acquisitions but the opposite conclusion for cross-border 
                                                          
2
 Francoeur, C. (2007). The long-run performance of Cross-border mergers and acquisitions: Evidence to 
support the internalization theory. Corporate Ownership & Control, 4(2), 312-323. 
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acquisition as they found that cross-border acquisitions create shareholder wealth gains 
and domestic acquisitions destroy wealth substantially.  
Regarding only target firms, the literature suggests that the shareholders of the target 
firms are the winners of these deals, as such they usually have positive abnormal returns 
after the acquisition. Eun et al. (1996) found that the cross-border acquisitions that took 
place between 1979 and 1990 generate significant positive abnormal returns for U.S 
targets.  Conn et al. (1990) studied both U.S. and U.K. target companies and showed 
that the target firms for both countries earn significant gains. Lowinski et al. (2004) and 
Conn et al. (2005) also found a positive effect in companies targeted by domestic 
acquisitions. 
Using a sample of 7,692 domestic acquisitions and 1,491 cross-border acquisitions in 
U.S. between 1990 and 2003, Francis et al. (2008) found that domestic acquirers earn 
considerable higher gains than cross-border acquirers. Campa and Hernando (2004) 
attained the same results for a sample of 262 acquisitions between 1998 and 2000 for 
European acquirers. However, opposite conclusions were attained by Tebourbi (2005), 
as he found that cross-border acquisitions create a higher return than domestic 
acquisitions in a sample of 462 acquisitions, which had occurred between 1988 and 
2002. 
2.2.2. The impact on operational performance 
In terms of studies that analyzed operational performance Yeh and Hoshino (2002) 
studied the impact of mergers and acquisitions on some measures, using a sample of 86 
Japanese mergers between 1970 and 1994, and found there was not a significant 
negative impact on productivity, the profitability tends to decrease in the years after the 
M&A and has a substantial negative impact on the sales growth rate.  
Bertrand and Betschinger (2012) studied the performance of domestic and cross-border 
acquisitions using a sample of 600 acquisitions by Russian companies between 1999 
and 2008 and they found that both domestic and cross-border acquisitions decrease the 
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performance of acquirers when compared to a control group composed by companies 
that were not involved in acquisition process.  
Ghosh (2001) didn’t find any evidence for an increase or decrease on the operating 
performance in the following years after the acquisition.  
Other studies found a positive impact of a merger or acquisition on the operating 
performance of the companies. Healy (1992) studied the post-acquisition operating 
performance of 50 mergers between 1979 and 1984 and found that mergers have a huge 
positive impact in the productivity and in the operating cash-flow returns. Rani et al. 
(2013) achieved similar results using a sample of 383 Indian acquisitions that occurred 
between 2003 and 2008. Their results suggested an improvement in the profitability of 
acquiring companies and suggested that the operating performance after M&A is better 
than the performance before the acquisitions.  
As we can see, the studies related to operating performance are far less frequent than 
studies related to the financial performance. It is also possible to conclude that in these 
operational performance studies the impact of the different type of acquisitions is not so 
clear. 
2.3. The impact of acquisitions on the operational performance of 
target companies 
The number of academic studies is even scarcer when trying to investigate the impact of 
a merger and acquisition on the operational performance of target companies.  
Bertrand and Zitouna (2008) investigated the effect of horizontal mergers on the 
performance of the target firms in France between 1993 and 2000, using a sample of 
371 mergers and acquisitions, 202 domestic acquisitions and 169 cross-border 
acquisitions. The authors found that M&A increase the efficiency of target companies 
for both domestic and cross-border acquisition. However, they saw that the efficiency 
gains depend on the country of the acquiring firms as the efficiency gains made by the 
French companies bought by companies from outside the European Union was greater 
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than efficiency gains made by the French companies bought by companies from the 
European Union. They also conclude that only non-European mergers and acquisitions 
are more efficient than domestic acquisitions.  
However, the authors didn’t find a significant impact on the profits of the target 
company for both domestic and cross-border acquisition.  
In another study related with the operating performance of target companies Gugler et 
al. (2003) using a sample of mergers and acquisitions between 1988 and 2003, found a 
significant increase in profits but a negative impact on the sales. These post-merger 
patterns are similar across the different countries. However, the authors didn’t find a 
substantial difference on the impact of domestic or cross-border acquisitions on the 
operational performance and between the sectors.  
Girma and Görg (2002) using a sample of U.K. manufacturing target firms in electronic 
and food sector mergers and acquisition from 1980 to 1994, concluded that cross-border 
and domestic acquisitions had a different impact on return to scale and productivity. 
The domestic acquisitions usually have a positive impact on the return on scale. 
However, cross-border acquisitions have a negative impact on the return on scale for 
both sectors but this effects seems to be stronger for food sector. They also concluded 
that the impact of cross-border acquisitions on the productivity of the companies is 
different according its sector. In the food sector the cross-border acquisition has a 
positive impact on the productivity, while in the electronics sector the productivity 
decreases.  
The authors used a difference-in-difference approach similar to the one used in this 
dissertation. This methodology allows the minimization of the effects, both before and 
after the M&A, on the operating performance of the companies involved, by comparing 
the sample of companies involved in a merger and acquisition with a selected control 
group (companies that weren’t involved in an M&A deal). They used a propensity score  
matching to select the control group of companies 
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2.4. Mergers and Acquisitions in Portugal  
The Portuguese mergers and acquisitions market has undergone some changes in recent 
years due mainly to the crisis of 2008 and the subsequent lack of funding is one of the 
major problems that companies have to face. According to Dias and Abreu (2012), with 
the financial crisis another risk perception appeared.  According to Ivashina and 
Scharfstein (2010), during the financial crisis the amount of new loans had decreased 
substantially. Iyer et al. (2010) studied the impact of the financial crisis on the credit 
supply to Portuguese companies between 2007 and 2009 and they concluded that the 
reduction in the loans was more significant in small companies.  
Garcia-Appendini and Montoriol-Garriga (2013) studied the effect of the financial crisis 
on the loans and they found that during this period of time many companies were 
obligated to find another alternative to finance themselves.  
As a consequence of the financial crisis, Portuguese companies became more likely to 
be targets than acquirers in the merger and acquisition market. Pereira (2011) stated that 
“it is expected that implementation of the privatization plan and the deleveraging 
process of banks come reversing the current state and create new dynamics in the M & 
A market”3. He also believes that these mergers and acquisitions’ opportunities appear 
because many companies want to reorganize themselves and some companies want to 
sell their activities.  
The financial crisis is not the only thing that has impact on the increase of mergers and 
acquisitions deals in Portugal. According to Jorge (2013), the most relevant reasons to 
do M&A in Portugal are that: i) Portugal is an excellent country for multinationals that 
are planning to expand their activities, looking at the valuations of Portuguese 
companies; ii) Portugal is a very well-established gateway to other markets, more 
specifically, the Portuguese-speaking African countries and Brazil; iii) Portugal was 
                                                          
3
 Carvalho, Raquel. (2011) “Crise abre oportunidades para Fusões & Aquisições”, Diário Economico, 23 de maio: 14. 
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facing another wave of privatization of state-owned organizations due to the 
Memorandum of Understanding signed with the Troika4.      
3. Sample Description 
 
3.1. Data Collection and Sample Selection  
The data was collected from the databases Zephyr and Sabi, both provided by the 
Bureau Van Dijk. Zephyr was used in order to obtain all the merger and acquisitions, 
occurred between 2006 and 2011, that had as target a Portuguese company. Then Sabi 
was used for the targets’ accounting information. 
We select from Zephyr the deals (i) classified as acquisitions, (ii) “completed” or 
“completed-assumed”, between 2006 and 2011, (iii) that have as target Portuguese 
companies, (iv) that the acquirer controls less than 50% of the target before the deal, 
and more than 50% after and finally (v) the target belongs to any industry but not to the 
banking sector.  
Using these criteria, we selected 890 deals. The sample was then split according to the 
nationality of the acquirer company: 359 deals where the acquired company was a 
Portuguese company (“domestic acquisition") and 531 deals where the acquired 
company was a non-Portuguese company (“cross-border acquisition”). 
However, only for 196 deals (66 cross-border acquisitions and 130 domestic 
acquisitions) was the data required for the target company available in SABI. The data 
required was comprised of accounting information for the last fiscal year before the 
acquisition (year t-1) and for the three years after the acquisition (year t+1, t+2 and t+3).  
                                                          
4
 The Troika includes the institutions, the European Commission, the European Central Bank and the International 
Monetary Fund, that supervised Portugal and defined the terms of financial assistance requested by Portugal. 
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Finally, each deal was individually analyzed in order to eliminate all deals between 
companies of the group. In the end our final sample consists of 174 deals – 110 
domestic acquisitions and 64 cross-border acquisitions. 
3.2. Operating performance measures 
In order to analyze the impact of acquisitions on the growth/size of the company we 
used the growth rate of Revenues and Total Assets.  
To study the effect of acquisitions on profitability we used four different measures: 
Return on Assets (ROA)5, Return on Equity (ROE)6, EBIT Margin7 and the EBIT. We 
used the ROA and ROE because both measure the ability of a company to generate 
earnings from its investments. However, these two ratios are different from each other 
and the biggest issue that separates these two ratios is financial leverage. It is easy to 
conclude that if we do not have debt, our ROA and ROE will be equal once our Equity 
and Assets have the same value. We also used the EBIT Margin as a profitability 
measure because by using it, we can understand which the investor’s returns are. 
Consequently, investors should be able to understand the costs of running a company. 
These ratios have been extensively used in the past which reveals their huge contribute 
in assessing firms’ operational performance (Yeh and Hoshino, 2002). 
In addition to the growth and to the profitability, we also analyzed the impact on 
efficiency through the asset turnover ratio8. The asset turnover ratio measures the 
sales/revenues generated relative to the companies’ assets. As such, the higher the asset 
turnover ratio, the better the performance of the company because the company is 
generating more revenue per euro of assets. Jain and Kini (1994) also used this indicator 
as a measure of efficiency. 
 
                                                          
5
 ROA = EBIT/ Total Assets 
6
 ROE = Net Income/ Total Equity 
7
 EBIT Margin = EBIT/Revenues 
8
 Asset Turnover Ratio = Operational Income/Total Assets 
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3.3. Statistical Description of the sample  
As it can be seen in Table 1, the majority of the deals in our sample occurred during 
2007 and 2008. After, in 2009 and 2010 a sharp decrease in the acquisitions deals can 
be observed.  Both domestic and cross-border acquisitions occurred in the same years 
(2007 and 2008).  
 
 
 
 
 
 
 If we compare the distribution of our sample with the total number of deals that 
occurred in the same period in Portugal (Figure 1) we see that the distribution is very 
similar and that as in our sample the peak happened in 2008.   
 
 
Table 1  - Distribution of the number of deals between 2006 and 2011  
 Year/Deal Domestic Cross-border Total 
2006 8 9 17 
2007 23 16 39 
2008 32 22 54 
2009 18 5 23 
2010 10 5 15 
2011 19 7 26 
Figure 1 - Mergers & Acquisitions: Portugal, 1991-2015e                     
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Although the majority of deals in our sample are domestic acquisitions, Figure 2 shows 
the country of origin of the acquirer in the cross-border acquisition and it can be seen 
that 60% of acquirers are from Spain (38%), Netherland (13%) and United States (9%).   
   
 
 
 
 
 
 
 
 
The split by continent (Table 2) show us that Europeans acquirers represent 80% of the 
cross-border acquisitions.  
 
 
 
 
 
 
 
The split by industry is shown in Table 3 and the most representative sectors of our 
sample are manufacturing with 56 deals, information and communication with 28 deals, 
wholesale and retail trade; Repair of motor vehicles and motorcycles and transportation 
with 27 deals. 
Table 2 – Percentage of deals by continent  
Continent Percentage 
Europe 80% 
Asia 3% 
America 16% 
Africa 2% 
Figure 2 – Number of Deals by acquirer country 
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Finally, the sample was split according to size
9
 as shown in Table 4. As we can see, the 
majority of the companies of our sample are small companies, followed by the medium 
companies and the type that has the lowest representativeness is the category of the big 
Companies.   
Table 4 – Companies’ distribution according to its total assets 
2005-2014 Global Small Medium Big 
Average (€ million)  56.81 3.63 20.36 245.1 
Median (€ million) 9.41  9.41 16.82 121.18 
Standard Deviation (€ million) 154.65 2.92 9.83 270.98 
Maximum (€ million) 9 682.9  9.91 41.98 1 113.32 
Minimum (€ million) 0.024  0.025 10.01 44.03 
Number 174 91 48 35 
                      
3.4. Sample Characteristics 
In table 5 we show the average and the median of the relevant indicators for the year 
before the acquisition (t-1) for the entire sample and for domestic and cross-border 
acquisitions separately.  
                                                          
9
 According to European Commission, companies can be divided into i) Small companies – companies 
whose average assets is less than 10 million euros; ii) Medium companies – companies whose average 
assets are equal or higher than 10 million euros but less than 43 million euros and iii) Big companies – 
companies whose average assets are equal or higher than 43 million of euros. 
Table 3– Distribution of the sample by industry 
Classification  Nº Deals 
Agriculture, forestry and fishing and mining and quarrying 4 
Manufacturing 56 
Electricity, gas, steam, air conditioning supply and water supply 16 
Construction 10 
Wholesale and retail trade; repair of motor vehicles and motorcycles and 
transportation 27 
Information and communication 28 
Other Activities 33 
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Table 5 – Average and Median of the relevant operating performance’ indicators. 
Variables 
Global Domestic Cross-border 
Average Median Average Median Average Median 
 
Panel A (€ million): 
Total Assets  49.32 7.99 49.63 7.94 48.81 9.06 
Revenues 23.27 5.52 19.79 5.29 29.11 6.09 
EBIT 0.88 0.04 0.06 0.01 1.33 0.19 
       
Panel B (%): 
 
      
ROA  -1.40 2.00 -3.91 0.85 2.88 3.40 
EBIT Margin  -35.37 2.41 -29.85 0.87 -44.54 3.62 
Asset turnover Ratio 116.56 89.99 104.89 78.81 136.13 107.59 
ROE  12.25 8.50 10.53 7.70 15.26 8.73 
 
In Table 5 Panel A, it is possible to verify that when we compare the EBIT of target 
companies that were involved in domestic and cross-border acquisition the mean (and 
the median) is higher for target companies of cross-border acquisitions than for target 
companies of domestic acquisition. Companies acquired in cross-border acquisitions 
have, on average (median), an EBIT equal to € 1.33 million (€ 0.19 million) while 
companies target of domestic acquisitions have an average (median) EBIT of € 0.06 
million (€ 0.01 million).  
The difference on EBIT is an important result since the target companies of either 
domestic acquisition or cross-border acquisition have similar sizes. Companies target of 
domestic acquisitions have, on average (median), Total Assets equal to € 49.63 million 
(7.94 million) and of cross-border acquisition have, on average (median), Total Assets 
equal to € 48.81 million (€ 9.06 million).  
Regarding the performance measures, it can be seen in Panel B of Table 5 that target 
companies of domestic acquisitions have a lower ROA (mean equal to -3.91% and 
median equal to 0.85% than target companies of cross-border acquisition (2.88%;3.4%). 
The same is true for EBIT Margin and Asset Turnover Ratio, which suggest that foreign 
companies tend to acquire more efficient and profitable companies than Portuguese 
companies.  
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4. Methodology  
 
In order to study the impact of acquisitions on the operational performance of 
Portuguese target companies, our analysis will be divided in two parts. We will start by 
comparing the evolution of both types of companies (target of a domestic acquisition vs. 
target of a cross-border acquisition) without control for any difference between 
companies in a univariate analysis. After, we will use a difference-in-difference 
methodology regarding control, for other factors that could have influenced the 
performance of the target companies, other than the fact they were bought by 
Portuguese or non-Portuguese companies.  
4.1 Univariate Analysis 
In the first part we will access the evolution of the relevant performance measures from 
the year before the acquisition (t-1) to the three years after the acquisition (t+1, t+2 and 
t+3) for the indicators.  
The evolution/growth of EBIT, Total Assets and Revenues is calculated using the 
following formula: 
 
𝑥𝑖
𝑡+𝑗
−𝑥𝑖
𝑡−1
𝑥𝑖
𝑡−1        (1) 
 
Where, x is the variable, i is the target company, t-1 is the year before the acquisition 
and j is the year after the acquisition for which we want to calculate the change of the 
performance measure (year 1, 2 and 3).  
The change of the performance measures such as the ROA, the Asset turnover ratio, the 
EBIT Margin and ROE will be estimated in percentage using the following formula: 
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𝑥𝑖
𝑡+𝑗 − 𝑥𝑖
𝑡−1       (2) 
 
Where, x is the ratio and i, t and j represents the same as in (1). 
In order to test the statistically significance of the change, we used the t-Student for 
testing whether the average difference before and after the acquisition is statistically 
different from zero; furthermore the t-Student was also used to test if, the average 
change occurred in companies target of a domestic acquisition is different from the 
average change occurred in companies target of a cross-border acquisition. 
Striving for a better interpretation of our findings, we have also used two non-
parametric tests, the Mann-Whitney-Wilcoxon Test and Wilcoxon Signed Rank Test. 
These tests are not affected by outliers, as so our results are more consistent and robust. 
The Wilcoxon Signed Rank Test is used to test if the changes observed (more 
specifically the median) in the performance measures, over the three years after the 
acquisition compared to the year before, are statistically different from zero (H0: 
median of some measure is equal to zero).  
The Mann-Whitney-Wilcoxon Test is an improvement of the Signed Rank Test because 
now we can consider two samples with different dimensions. Here, the null hypothesis 
is defined as the difference between the median of some measure of companies involved 
in domestic Acquisitions and involved in cross-border Acquisitions. 
 
4.2. Difference-in-difference estimation 
After doing this, we started to analyze the impact of acquisitions using our second 
methodology – Difference-in-difference estimation (DID).  
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Nowadays, difference-in-difference estimation is a very popular way of estimation
10
. In 
the difference-in-difference estimation we have a control group in order to eliminate the 
problems that we had mention in the previous paragraph. When we use this control 
group, we are assuming that a variation in the economic situation will affect all the 
companies in the same way. As we have two different groups, the companies involved 
in domestic acquisitions will be used as our control group.  
In order to understand the difference-in-difference estimation, we have to look to the 
acquisition process as an experiment where we have the treatment and the treated 
(treatment group or control group). In this estimation method we have two different 
groups for two different periods of time. We used the last full fiscal year before the 
acquisition (year t-1) as the pre-acquisition (pre-treatment) period and the three years 
after the acquisition (year t+1, t+2 and t+3) as post-acquisition (post-treatment) period. 
The fiscal year of the acquisition (year t) is not considered in our data because this year 
includes both pre- and post-acquisition operation which makes the process to 
differentiate between the pre- and post-acquisition performance very difficult. As such, 
we only used the data related to all full fiscal years before and after the acquisition year.  
To study the effect of these acquisitions on the operational performance we had to 
estimate the following regression using the Ordinary Least Squares (OLS): 
 
   𝑌𝑖𝑡 =  𝛽0 +  𝛽1 ∗ 𝐶𝐵𝑖 + 𝛽2 ∗ 𝑃𝑜𝑠𝑡𝑡 +  𝛽3 ∗ 𝐶𝐵𝑖 ∗ 𝑃𝑜𝑠𝑡𝑡 + µ𝑖𝑡   (3) 
 
Where y is the outcome that we want to analyze. 𝐶𝐵𝑖 is a dummy variable taking the 
value 1 for companies involved in cross-border acquisitions and 0 otherwise, i.e. the 
company was involved in a domestic acquisition. So, this variable captures possible 
differences between the treatment group (companies involved in cross-border 
acquisitions) and the control group (companies involved in domestic acquisition). 𝑃𝑜𝑠𝑡𝑡 
                                                          
10
 For instance, Bertrand and Zitouna (2008) and Girma and Görg (2002) 
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is a dummy variable taking the value 1 in the post-acquisition years and 0 otherwise. 
With this variable we are controlling the time effects on outcome 𝑌𝑖𝑡. The 𝐶𝐵𝑖 ∗ 𝑃𝑜𝑠𝑡𝑡 
variable represents the interaction between 𝐶𝐵𝑖 and 𝑃𝑜𝑠𝑡𝑡. The coefficient 𝛽3, the 
difference-in-difference estimator, represents the effect of acquisition on the treatment 
group (target firms). The DID estimate is 
 
𝛽3̂ = ( 𝑌𝑇,𝐴 −  𝑌𝑇,𝐵) − (𝑌𝐶,𝐴 − 𝑌𝐶,𝐵)     (4) 
 
Where Y represents the outcome, T represents the treatment group, C is the control 
group, A represents the post-acquisition years and B is the pre-acquisition year.  
The following equation (3.1) is an extension of the main regression (3), since only 
control variables were added. To control the size of the companies we use the 
Logarithm of Total Assets as the control variable. The inclusion of this variable in the 
model is justified by the fact that the performance of a company is also influenced by its 
dimension, independently of acquisitions happening or not. As we have data from 2006 
until 2011, some of the data presented are still in the old accounting system, the POC
11
 
and so we have created a new dummy variable in order to control the effect of the 
difference accounting systems. And finally, as we have many different sectors where 
our companies operate, we created dummy variables to control the effect of the 
industries.  
 
   𝑌𝑖𝑡 =  𝛽0 +  𝛽1 ∗ 𝐶𝐵𝑖 + 𝛽2 ∗ 𝑃𝑜𝑠𝑡𝑡 +  𝛽3 ∗ 𝐶𝐵𝑖 ∗ 𝑃𝑜𝑠𝑡𝑡 + ∑ 𝐶𝑜𝑛𝑡𝑟𝑜𝑙 𝑉𝑎𝑟𝑖𝑎𝑏𝑙𝑒𝑠 + µ𝑖𝑡    (3.1) 
 
                                                          
11
 POC is the oldest Portuguese accounting system. SNC revoked POC. 
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With these two regressions we only study the effect of acquisitions before and after the 
operation, not taking into account if we are analyzing the first, second or third year after 
the acquisition. The following regression (5) was created in order to solve this problem. 
 
   𝑌𝑖𝑡 =  𝛽0 +  𝛽1 ∗ 𝐶𝐵𝑖 + 𝛽2 ∗ 𝑃𝑜𝑠𝑡1𝑡 +  𝛽3 ∗ 𝑃𝑜𝑠𝑡2𝑡 + 𝛽4 ∗ 𝑃𝑜𝑠𝑡3𝑡 + 𝛽5 ∗ 𝐶𝐵𝑖 ∗ 𝑃𝑜𝑠𝑡1𝑡 +
𝛽6 ∗ 𝐶𝐵𝑖 ∗ 𝑃𝑜𝑠𝑡2𝑡 + 𝛽7 ∗ 𝐶𝐵𝑖 ∗ 𝑃𝑜𝑠𝑡3𝑡 + µ𝑖𝑡        (5) 
 
The idea of this regression is the same as the regression (3), but now the variable Post is 
sub-divided in three, one for each year after the acquisition. So, Post1 is a dummy 
variable taking the value 1 for the first year after the acquisitions and 0 otherwise, Post2 
is a dummy variable taking the value 1 for the second year after the acquisitions and, 
finally, Post3 is the dummy variable for the third year after the acquisition. The 
coefficient 𝛽5,  𝛽6 and  𝛽7, the difference-in-difference estimators, represents the effect 
of acquisition on the treatment group in the first, second and third year after the 
acquisition, respectively. 
Finally, we estimate our model using the same control variables as we used in the 
equation (3.1): 
 
   𝑌𝑖𝑡 =  𝛽0 +  𝛽1 ∗ 𝐶𝐵𝑖 + 𝛽2 ∗ 𝑃𝑜𝑠𝑡1𝑡 +  𝛽3 ∗ 𝑃𝑜𝑠𝑡2𝑡 + 𝛽4 ∗ 𝑃𝑜𝑠𝑡3𝑡 + 𝛽5 ∗ 𝐶𝐵𝑖 ∗ 𝑃𝑜𝑠𝑡1𝑡 +
𝛽6 ∗ 𝐶𝐵𝑖 ∗ 𝑃𝑜𝑠𝑡2𝑡 + 𝛽7 ∗ 𝐶𝐵𝑖 ∗ 𝑃𝑜𝑠𝑡3𝑡 + ∑ 𝐶𝑜𝑛𝑡𝑟𝑜𝑙 𝑉𝑎𝑟𝑖𝑎𝑏𝑙𝑒𝑠 + µ𝑖𝑡                     (5.1) 
 
As we have some outliers in our sample, we had to winsorize our variable at 0.05 and 
0.95 percentiles. With this test, we transformed the statistics by limiting extreme values 
in our sample to reduce the effects of the outliers. 
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5. Univariate Analysis 
 
In this chapter, we will analyze the individual change of each variable and ratio relevant 
to understand if acquisitions have a positive or negative impact on the operational 
performance of the Portuguese target companies and if the impact differs between target 
companies of a domestic and companies target of a cross-border acquisitions. 
 
5.1. Main variables change 
As shown in Table 6 domestic and cross-border acquisitions had a positive (and mostly 
statistically significant) impact on the average of Total Assets of Portuguese target 
companies in all three years after the acquisition. However, in the case of cross-border 
acquisition in the third year, the impact although positive is not statistically significant.  
Regarding the difference between the effect of domestic and cross-border acquisitions, 
the results of t-Student and Mann-Whitney-Wilcoxon tests do not allow us to reject the 
null hypothesis, so we do not have any evidence that the effect is different. 
Changing our focus to the Revenues change, we can verify that the change is mostly 
negative after the acquisition. These negative results are in accordance with other 
studies, for instance Gluger et al. (2003) and Yeh and Hoshino (2002). However, the 
change is only statistically significant for the average change in the first and third years 
after the acquisition, for companies that were targets in domestic deals and for the 
average and median change in the third year after, in the case of cross-border 
acquisition.  
 As in Total Assets, we are also unable to reject the null hypothesis which leads us to 
conclude that the impact of domestic and cross-border acquisitions on the revenues of 
target companies is not statistically different.  
Finally, in the case of EBIT, it can be seen in Table 6 that the change is predominantly 
negative and when positive (average change in the first, second and third years after a 
domestic acquisition) is not statistically significant. When we focus on the median, the 
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change of EBIT is always negative and statistically significant for both domestic and 
cross-border acquisitions, with exception in the third year after the acquisition in the 
case of domestic acquisition that although negative, the median change is not 
statistically significant. However, we must have in mind that the big difference between 
the average and the median is due to the impact of outliers even after we had winsorized 
the variables in order to smooth its effect. Given the results, we can conclude that 
domestic and cross-border acquisitions have a significant and negative impact on the 
EBIT of target companies. 
Once again we don’t find any (statistically significant) difference between the effect of 
domestic and cross-border acquisition on the target companies’ EBIT. These results are 
consistent with Gluger et al. (2003) and Gosh (2001) that had verified the non-existence 
of any significant difference between these two types of acquisitions.  
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Table 6 – Variation of three indicators when companies are involved in domestic and cross-border acquisitions 
Variables 
Domestic (%) Cross-border (%) Test to differences (pp) 
T+1 T+2 T+3 T+1 T+2 T+3 T+1 T+2 T+3 
Total Assets   
 
  
  
  
  
  
Average 29,04*** 31,28*** 31,77*** 17,54*** 19,49** 18,11** 11,50 11,79 13,66 
Median 9,24* 12,35* 8,18* 8,13** 9,07** 8,03 1,11 3,28 0,15 
N 109 107 108 63 63 62 
  
  
    
 
  
  
  
  
  
Revenues   
 
  
  
  
  
  
Average "-14,19**" -3,40 "-24,47***" -16,06 -9,51 "-28,55**" 1,87 51,55 29,71 
Median -0,84 1,44 -2,16 -4,05 -1,64 "-7,54**" 3,21 3,08 5,38 
N 109 107 108 62 62 62 
  
  
    
 
  
  
  
  
  
EBIT   
 
  
  
  
  
  
Average 16,00 13,62 65,19 -14,49 -34,05 -23,97 30,48 47,67 89,16 
Median "-45,97*" "-43,39**" -45,28 "-41,381*" "-88,63*" "-76,85*" -4,59 45,24 31,57 
N 109 107 108 64 64 64       
Source: own calculations. The classification *, **, ***, correspond to the statistical significance at the 10%, 5%, and 1% level for a two-tailed t-student 
test, Wilcoxon Signed Rank Test and for Mann-Whitney-Wilcoxon Test. While the T-Student test compares de mean of Portuguese target companies 
with foreign companies, the Mann-Whitney-Wilcoxon Test compares the median. These two tests are presented in the last column called “Test to 
differences”.  In order to know if the variation of the variables is significant or not, we did the T-student test for the mean and the Wilcoxon Signed 
Rank Test for the median. The significance of these two tests are represented in the first two columns.  
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5.2. Performance measures change 
Turning our attention to the ratios we used as proxies of performance measures, Table 7 
shows the impact of domestic and cross-border acquisition on the EBIT Margin, 
Turnover Asset Ratio, ROE and ROA of target companies. 
In terms of EBIT Margin, the change is mainly positive in the case of companies that 
were the target of a domestic acquisition and statistically significant in the third year 
after the acquisition. In the case of companies that were targets of a cross-border 
acquisition, the impact is mainly negative but not statistically significant. So, we can 
conclude that domestic acquisitions have a positive and significant impact in the EBIT 
Margin of target companies in the third year after the acquisition, while a cross-border 
acquisition does not have any significant impact. 
In terms of the difference between domestic and cross-border acquisitions, companies 
bought by a Portuguese company have better performance than companies bought by a 
foreigner company in the third year after the deal. The difference is statistically 
significant.  
In terms of the Asset Turnover Ratio, it can be seen in Table 7 that apart from target 
companies of a domestic acquisition in the third year after the acquisition (when the 
companies faced a negative and statistically significant negative change) there is no 
statistically significant change in both domestic and cross-border targets. When we 
compared the performance of target companies of both domestic and cross-border 
acquisitions, we verify that there is no evidence of a substantial difference between the 
impact of these types of deals.  
Paying attention to ROA, we verify by analyzing Table 7, that all changes are not 
statistically significant either for target companies of a domestic acquisition or cross-
border acquisition, which leads us to conclude that both types of acquisitions did not 
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have a significant impact on the profitability of the Portuguese target companies. These 
results are in the same line as the study made by Gosh (2001)
12
. 
Finally, in terms of the ROE, Table 7 shows us that the impact of the acquisition in the 
target companies is mostly negative. However, the impact in the case of domestic 
acquisition is only statically significant for the average change in the first and third 
years after the acquisition and in the case of cross-border acquisitions change in the 
third year after the deal (in this last case the change is also significant in the non-
parametric test). As so, we can say that domestic acquisitions have a negative impact on 
shareholder’s welfare in the first and in the third year after the deal, while in cross-
border acquisitions we have the same effect but only in the third year after the 
acquisition.   
The differences between the effect of domestic and cross-border acquisitions are not 
statically significant as we cannot reject hypothesis of equal median and averages 
between the two sub-samples.   
In conclusion, we can say that acquisitions have a negative and significant impact on the 
ROE of target companies in third year after the acquisition and the impact is not 
significantly different between domestic and cross-border acquisitions. 
                                                          
12
 Gosh (2001) did not find any evidence for an increase or a decrease in the operational performance for 
domestic or cross-border acquisitions.  
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Table 7 - Variation of four ratios when companies are involved in domestic and cross-border acquisitions 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: own calculations. The classification *, **, ***, correspond to the statistical significance at the 10%, 5%, and 1% level for a two-tailed t-student test, Wilcoxon 
Signed Rank Test and for Mann-Whitney-Wilcoxon Test. While the T-Student test compares de mean of Portuguese target companies with foreign companies, the 
Mann-Whitney-Wilcoxon Test compares the median. These two tests are presented in the last column called “Test to differences”.  In order to know if the variation of 
the variables is significant or not, we did the T-student test for the mean and the Wilcoxon Signed Rank Test for the median. The significance of these two tests are 
represented in the first two columns.  
Variables 
Domestic (pp) Cross-border (pp) Test to differences (pp) 
T+1 T+2 T+3 T+1 T+2 T+3 T+1 T+2 T+3 
EBIT Margin   
 
  
  
  
  
  
Average 1,28 4,14 8,25** -2,14 2,48 -2,17 0,03 0,0 10,4* 
Median 0,84 -0,65 1,36* -3,11 -3,16 -1,58 0,04 0,03 2,94** 
N 100 98 99 60 60 59 
  
  
    
    
  
  
  
Asset Turnover Ratio   
    
  
  
  
Average 5,06 2,51 17,90 1,16 9,12 19,71 3,90 -6,61 -1,81 
Median -5,57 -8,44 -18,93* -2,46 -4,75 -8,24 -3,10 -3,69 -10,69 
N 100 99 100 61 60 60 
  
  
    
    
  
  
  
ROA   
    
  
  
  
Average 0,34 1,77 0,57 -0,66 -3,62 -3,82 0,01 0,05 0,04 
Median -0,16 0,52 -0,05 -0,42 -2,43 -0,04 0,00 0,03 0,00 
N 109 107 108 63 63 62 
  
  
    
    
  
  
  
ROE   
    
  
  
  
Average "-18,72**" -5,78 "-26,70***" -8,72 -8,58 -24,68** -10,00 0,03 51,38 
Median -1,48 1,84 -2,16 -3,50 -4,38 -6,96** 0,02 0,06 6,94 
N 109 107 108 62 62 62       
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6. Regression model empirical results 
 
6.1. Return on Assets 
Table 8 reports the results obtained by the regression of our difference-in-difference 
model using as endogenous variable the Return on Assets (ROA). Paying attention only 
to the first six regressions, we can see that when we introduce the interactive dummy 
variable (regression 3), the domestic acquisitions have a positive and significant 
impact13 in the target company in the years after the acquisition as the coefficient 
associated to the variable dummy POST is always positive and statistically significant 
for a level of significance of 5%. This result is in accordance with the study made by 
Rani et al (2013). It is also possible to check that the introduction of control variables 
did not affect substantially our results.  
Focusing our analysis in the difference between the effects of cross-border and domestic 
acquisitions in the target companies, we can verify that cross-border acquisitions have a 
worse impact in companies’ ROA than domestic acquisitions. This impact is 
statistically significant for a level of significance of 10%. 
When we analyze the impact of acquisitions in ROA in three years under review, we 
verify that it’s in the second year that domestic acquisitions have a positive and 
significant impact and that cross-border acquisitions have a lower (or worse) and 
significant impact on companies’ ROA than domestic acquisitions for a level of 
significance of 10%.  
So, we can conclude that acquisitions have a positive impact on ROA of target 
companies in the case of domestic acquisitions and this impact is substantially better 
than the impact in the target companies of cross-border acquisitions in the second year 
after the acquisition. 
                                                          
13
 Not only is the ROA statistically significant, it’s also economically significant. In regression 3, for 
example, it is possible to verify that, on average, all the companies have an increase of 0.05 (5 percentage 
points) in their ROA after a domestic acquisition. This is also true for the other regressions that are 
statistically significant. 
  
28 
 
Table 8 – Empirical Results of ROA 
Source: own calculations. Table 8 gives detail regarding the linear regression model for the years after the acquisition. We divide the model into two, in the first we analyze the three years in 
an aggregated manner and in the second one we analyze the three years separately. This model has as dependent variable ROA. The model also has a control variable in order to control the 
influence of the company’s size, the industry effect and the effect of the accounting system. Standard errors are reported under the coefficient in parenthesis. All the variables are a 
Winsorized variable at 0.05 and 0.95 percentiles. The *, **, *** indicates if the results are statically significant for a level of significance of 10%,5% and 1%, respectively.  
Variables (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) 
Cross-border (CB) 
 
0.014 0.054* 0.054* 0.049 0.05 
 
0.014 0.054* 0.05 0.049 
  
 
(0.020) (0.032) (0.032) (0.033) (0.033) 
 
(0.02) (0.032) (0.033) (0.033) 
Post 0.026 0.026 0.05** 0.05** 0.061** 0.051** 
    
  
  (0.019) (0.019) (0.025) (0.025) (0.027) (0.025) 
    
  
Post 1 
      
0.028 0.028 0.042 0.042 0.046 
  
      
(0.027) (0.027) (0.033) (0.033) (0.034) 
Post2 
      
0.03 0.03 0.062* 0.064** 0.075** 
  
      
(0.027) (0.026) (0.034) (0.034) (0.036) 
Post3 
      
0.019 0.019 0.047 0.048 0.063 
  
      
(0.027) (0.027) (0.034) (0.033) (0.038) 
CB*Post 
  
"-0.067*" "-0.067*" "-0.069*" "-0.068*" 
    
  
  
  
(0.041) (0.041) (0.041) (0.041) 
    
  
CB*Post1 
        
-0.037 -0.038 -0.039 
  
        
(0.055) (0.055) (0.055) 
CB*Post2 
        
-0.088* -0.09* -0.09* 
  
        
(0.055) 0.055 (0.055) 
CB*Post3 
        
-0.076 -0.077 -0.077 
  
        
(0.056) (0.055) (0.055) 
Ln (Total Assets) 
   
0.002 0.003 0.004 
   
0.003 0.003 
  
   
(0.005) (0.006) (0.006) 
   
(0.006) (0.006) 
SNC 
    
-0.021 
     
-0.022 
  
    
(0.023) 
     
(0.025) 
Constant -0.016 -0.021 "-0.035*" -0.074 -0.104 -0.122 -0.016 -0.021 -0.035* -0.122 -0.103 
  (0.015) (0.017) (0.019) (0.084) (0.094) (0.091) (0.015) (0.017) (0.019) (0.092) (0.094) 
Industry Effect Not Included Not Included Not Included Not Included Included Included Not Included Not Included Not Included Included Included 
  
          
  
Observations 854 854 854 854 854 854 854 854 854 854 854 
R-squared 0.002 0.003 0.006 0.0059 0.019 0.017 0.002 0.003 0.007 0.019 0.02 
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6.2. Asset Turnover Ratio 
Table 9 shows the results of our model for Asset Turnover Ratio. The acquisitions have 
in general a negative and (statistically) significant impact14 in the asset turnover ratio of 
target companies and the impact is similar (as the coefficient associated to the 
interactive variable is not statistically significant) for either domestic or cross-border 
acquisitions. These results are exactly the opposite of Bertrand and Zitouna’s (2008)15 
outcomes. 
In the regressions 7 to 11 it is possible to verify that domestic acquisitions have a 
negative and (statistically) significant impact in the last two years after the acquisition. 
However, it is possible to verify that cross-border acquisitions have a better impact on 
companies’ efficiency than domestic acquisition, but the effect is still negative.  
Once again, we do not have any evidence of a significant difference between the impact 
of cross-border acquisitions and domestic acquisitions. 
So, we can conclude that acquisitions have a negative and significant impact in Asset 
Turnover Ratio (on companies’ efficiency). This effect is more significant in the second 
and third year after the deal and we do not find any substantial difference between 
domestic and cross-border acquisitions. 
 
                                                          
14
 Our results are also economically significant. For example, in regression 3 we verify that, on average, 
all the companies have a decrease of 0.183 (18 percentage points) in their Asset Turnover Ratio after a 
domestic acquisition. The same is true for the other statistically significant values.   
15
 Bertrand and Zitouna (2008) found that cross-border acquisitions and domestic acquisitions, in general, 
have a positive and significant impact on companies’ efficiency. 
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Table 9 - Empirical Results of Asset Turnover Ratio 
Source: own calculations. Table 9 gives detail regarding the linear regression model for the years after the acquisition. We divide the model into two, in the first we analyze the three 
years in an aggregated manner and in the second one we analyze the three years separately. This model has as dependent variable Asset Turnover Ratio. The model also has a control 
variable in order to control the influence of the company’s size, the industry effect and the effect of the accounting system. Standard errors are reported under the coefficient in 
parenthesis. All the variables are a Winsorized variable at 0.05 and 0.95 percentiles. The *, **, *** indicates if the results are statically significant for a level of significance of 
10%,5% and 1%, respectively.  
 
Variables (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) 
Cross-border (CB) 
 
0.207*** 0.149* 0.158* 0.051 0.051 
 
0.207** 0.149* 0.052 0.052 
  
 
(0.057) (0.091) (0.087) (0.083) (0.083) 
 
(0.057) (0.091) (0.083) (0.082) 
Post "-0.147***" "-0,149***" "-0.183***" "-0,177***" -0.166** -0.166*** 
    
  
  (0.057) (0.056) (0.071) (0.068) (0.069) (0.063) 
    
  
Post 1 
      
-0.113 -0.115 -0.132 -0.123 -0.127 
  
      
(0.076) (0.076) (0.095) (0.085) (0.086) 
Post2 
      
-0.149** -0.151** -0.184* -0.16* -0.169* 
  
      
(0.076) (0.075) (0.095) (0.085) (0.09) 
Post3 
      
-0.179** -0.179** -0.233** -0.213** -0.227** 
  
      
(0.076) 0.075 (0.095) (0.085) (0.095) 
CB*Post 
  
0.095 0,101 0.095 0.095 
    
  
  
  
(0.117) (0.112) (0.104) (0.104) 
    
  
CB*Post1 
        
0.047 0.059 0.06 
  
        
(0.157) (0.14) (0.14) 
CB*Post2 
        
0.091 0.078 0.078 
  
        
(0.155) (0.139) (0.139) 
CB*Post3 
        
0.144 0.148 0.148 
  
        
(0.156) (0.139) (0.139) 
Ln (Total Assets) 
   
"-0,115***" -0.122*** -0.122*** 
   
-0.122*** -0.121*** 
  
   
(0.014) (0.016) (0.015) 
   
(0.015) (0.016) 
SNC 
    
0.001 
     
0.019 
  
    
(0.057) 
     
(0.062) 
Constant 1.065*** 0.989*** 1.01*** 2.833*** 2.681*** 2.682*** 1.065*** 0.989*** 1.01*** 2.683*** 2.664*** 
  (0.044) (0.048) (0.055) (0.23) (0.241) (0.235) (0.044) (0.048) (0.055) (0.236) (0.243) 
Industry Effect Not Included Not Included Not Included Not Included Included Included Not Included Not Included Not Included Included Included 
  
          
  
Observations 822 822 822 822 822 822 822 822 822 822 822 
R-squared 0,0082 0,024 0,025 0,098 0,227 0,227 0,009 0,024 0,026 0,23 0,23 
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6.3. EBIT Margin 
Table 10 reports the results of EBIT Margin regressions and it can be seen that domestic 
acquisitions have a positive and statistically significant16 impact on EBIT Margin of 
target companies for different levels of significance and, as the results for our 
difference-in-difference estimator are statistically significant, the same is true for cross-
border acquisitions, since all the coefficients associated to the interactive dummy 
variable CB*Post are not statistically different from zero.  
When we divide our analysis by three years under review (regressions 7 to 11) we found 
that this positive impact occurred only after the second year following the acquisition, 
which suggests that target companies need time to adapt to the new reality and/or the 
acquirer needs at least two years to improve the operating performance of the target 
company.    
This behavior is similar for target companies of both domestic and cross-border 
acquisitions as we do not find a significant difference between both types of deals. 
These results are consistent with Gugler et al. (2003) that found that there is no 
substantial difference between the impact of domestic and cross-border acquisitions. 
In order to conclude, we can say that both domestic and cross-border acquisitions, in 
general, have a positive impact on companies’ EBIT Margin, although this impact is 
more pronounced in the second and in the third year after the acquisitions. 
 
 
 
 
 
                                                          
16
 Our results are also economically significant. For example, in regression 6 we verify that, on average, 
all the companies have a decrease of 0.092 (9.2 percentage points) in their EBIT Margin after a domestic 
acquisition. The same is true for the other statistically significant values.   
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Table 10 - Empirical Results of EBIT Margin 
Source: own calculations. Table 10 gives detail regarding the linear regression model for the years after the acquisition. We divide the model into two, in the first we analyze the 
three years in an aggregated manner and in the second one we analyze the three years separately. This model has as dependent variable Ebit Margin. The model also has a control 
variable in order to control the influence of the company’s size, the industry effect and the effect of the accounting system. Standard errors are reported under the coefficient in  
parenthesis. All the variables are a Winsorized variable at 0.05 and 0.95 percentiles. The *, **, *** indicates if the results are statically significant for a level of significance of 
10%,5% and 1%, respectively.  
Variables (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) 
Cross-border (CB) 
 
-0,015 0.024 0.024 0.016 0.012 
 
-0.015 0.024 0.012 0.014 
  
 
(0.028) (0.045) (0.045) (0.045) (0.046) 
 
(0.028) (0.045) (0.045) (0.045) 
Post 0.066** 0.066** 0.089** 0.089*** 0.052 0.092*** 
    
  
  (0.028) (0.028) (0.035) (0.035) 0.038 (0.035) 
    
  
Post 1 
      
-0.044 -0.043 -0.009 -0.007 -0.015 
  
      
(0.037) (0.037) (0.047) (0.046) (0.047) 
Post2 
      
0.121*** 0.121*** 0.129*** 0.133*** 0.112** 
  
      
(0.037) (0.037) (0.046) (0.046) (0.049) 
Post3 
      
0.118*** 0.118*** 0.146*** 0.148*** 0.118** 
  
      
(0.037) (0.037) (0.046) (0.046) (0.052) 
CB*Post 
  
-0,064 -0,065 -0.064 -0.066 
    
  
  
  
(0.058) (0.058) (0.057) (0.058) 
    
  
CB*Post1 
        
-0.093 -0.094 -0.09 
  
        
(0.077) (0.076) (0.076) 
CB*Post2 
        
-0.024 -0.026 -0.025 
  
        
(0.076) (0.076) (0.076) 
CB*Post3 
        
-0.077 -0.079 -0.079 
  
        
(0.077) (0.076) (0.076) 
Ln (Total Assets) 
   
0,005 0.002 -0.001 
   
-0.001 0.001 
  
   
(0.007) (0.009) (0.008) 
   
(0.008) (0.008) 
SNC 
    
0.084 
     
0.042 
  
    
(0.031) 
     
(0.034) 
Constant "-0.079***" "-0.074***" "-0,089***" -0,175 -0.229* -0.152 -0.079*** -0.074*** -0.089*** -0.152 -0.191 
  (0.022) (0.024) (0.027) (0.119) (0.132) (0.129) (0.021) (0.024) (0.027) (0.128) (0.132) 
Industry Effect Not Included Not Included Not Included Not Included Included Included Not Included Not Included Not Included Included Included 
  
          
  
Observations 820 820 820 820 820 820 820 820 820 820 820 
R-squared 0.0067 0.007 0.0085 0.0093 0.04 0.032 0.029 0.03 0.033 0.056 0.058 
 6.4. ROE 
In Table 11 the results of the regression of our model are shown using the ROE as an 
endogenous variable and contrary to the other performance measure the acquisitions 
(both domestic and cross-border acquisition) do not impact significantly the ROE of 
target companies.  
Related to the difference between domestic and cross-border acquisitions, we do not 
find any evidence for a substantial difference between these two types of acquisitions.  
Analyzing the results obtained from ROE, we find that these are quite different from the 
results of other variables. A possible justification for this difference may be related to 
the capital structure since, unlike the other variables, the change in the ROE is directly 
affected by changes in the target capital structure, which may occur with the acquisition. 
However, the analysis of the capital structure is not part of the scope of this dissertation
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Table 11 – Empirical Results of ROE 
Source: own calculations. Table 11 gives detail regarding the linear regression model for the years after the acquisition. We divide the model into two, in the first we analyze the 
three years in an aggregated manner and in the second one we analyze the three years separately. This model has as dependent variable ROE. The model also has a control 
variable in order to control the influence of the company’s size, the industry effect and the effect of the accounting system. Standard errors are reported under the coefficient in 
parenthesis. All the variables are a Winsorized variable at 0.05 and 0.95 percentiles. The *, **, *** indicates if the results are statically significant for a level of significance of 
10%,5% and 1%, respectively.  
Variables (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) 
Cross-border (CB) 
 
-0.003 -0.022 -0.021 -0.026 -0.027 
 
-0.003 -0.022 -0.026 -0.025 
  
 
(0.039) (0.062) (0.061) (0.063) (0.063) 
 
(0.039) (0.062) (0.062) (0.063) 
Post -0.01 -0.01 -0.022 -0.021 -0.037 -0.019 
    
  
  0.038 (0.038) (0.048) (0.048) (0.052) (0.047) 
    
  
Post 1 
      
-0.032 -0.032 -0.067 -0.064 -0.076 
  
      
(0.051) (0.051) (0.064) (0.063) (0.064) 
Post2 
      
0.052 0.052 (0.058) 0.063 0.036 
  
      
(0.051) (0.051) (0.064) (0.063) (0.068) 
Post3 
      
-0.051 -0.051 -0.055 -0.05 -0.089 
  
      
0.051 0.051 (0.063) (0.063) (0.072) 
CB*Post 
  
0.032 0.028 0.026 0.025 
    
  
  
  
(0.079) (0.079) (0.079) (0.079) 
    
  
CB*Post1 
        
0.097 0.094 0.099 
  
        
(0.105) (0.105) (0.105) 
CB*Post2 
        
-0.014 -0.019 -0.016 
  
        
(0.106) (0.105) (0.105) 
CB*Post3 
        
0.012 -0.008 -0.007 
  
        
(0.106) (0.105) (0.105) 
Ln(Total Assets) 
   
-0.008 -0.001 -0.002 
   
5.32E-05 -0.001 
  
   
(0.009) (0.011) (0.012) 
   
(0.004) (0.012) 
SNC 
    
0.039 
     
0.052 
  
    
(0.043) 
     
(0.047) 
Constant 0.043 0.043822 0.051 0.173 0.003 0.039 0.043 0.044 0.051 0.038 -0.009 
  0.029 (0.033) (0.037) (0.159) (0.178) (0.174) (0.029) (0.033) (0.037) (0.174) (0.179) 
Industry Effect Not Included Not Included Not Included Not Included Included Included Not Included Not Included Not Included Included Included 
  
          
  
Observations 859 859 859 859 859 859 859 859 859 859 859 
  
          
  
R-squared 0.0008 0.0009 0.0002 0.001 0.015 0.14 0.004 0.004 0.005 0.02 0.021 
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7. Conclusion 
 
With globalization and technological development, the number of acquisitions has 
increased substantially around the world. This dissertation studied the impact of these 
acquisitions on the performance of Portuguese target companies, specifically if the 
impact differs when the acquirer is a Portuguese (domestic acquisition) and a non-
Portuguese company (cross-border acquisition). 
In order to explore these differences, we compare the impact of domestic acquisitions 
and cross-border acquisitions on the performance of target companies using a 
difference-in-difference methodology. Our sample is composed by 174 Portuguese 
target companies, 110 bought by a Portuguese company (domestic acquisitions) and 64 
bought by a non-Portuguese company (cross-border acquisitions) between 2006 and 
2011. 
Then, a univariate and a difference-in-difference model were observed. The results 
between these two analysis suggest different conclusions, although since the difference-
in-difference model is more robust and realistic we ascribe a greater credibility to the 
results of this analysis.  
According to our univariate analysis, the results suggest that there is no substantial 
difference between the impact of domestic acquisitions and cross-border acquisitions in 
the performance of Portuguese target companies. However, the results show that 
domestic acquisitions have a better and significant impact on target companies’ EBIT 
Margin than cross-border acquisitions. 
According to our difference-in-difference model, domestic acquisitions have a positive 
and significant impact on target companies’ ROA and EBIT Margin. It is also possible 
to verify that this type of acquisition has a negative and significant impact on Asset 
Turnover Ratio. Beyond the statistical significance we are also facing an economic 
significance. When we look to the results for each year, we verify that our results are 
significant only from the second year after the deal. This can suggest that target 
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companies need one year to adapt to the new reality and get different results from those 
they had before the acquisition, and these results can be positive or negative for these 
companies. Related to cross-border acquisitions, we can only verify that their results are 
better than domestic acquisitions for changes in Asset Turnover Ratio and the opposite 
for ROA and EBIT Margin performance.  
Related to the main topic of this dissertation, the difference between the impact of 
domestic and cross-border acquisitions on the operational performance of Portuguese 
target companies, the results suggest that there is no significant difference between the 
impact of these two type of acquisitions. However, the results show that domestic 
acquisitions have a better and significant impact on target companies’ ROA than cross-
border acquisitions in the second year after the acquisition. This is an important result 
since Return on Assets is an unadulterated measure of the capacity of a company in 
generating returns from its assets, in other words ROA allow us to understand how well 
a company can obtain profits from its assets. Related to the other performance 
measures, we did not find any evidence for a significant difference in the impact of 
these two type of acquisitions. The positive impact on ROA is consistent with the 
conclusion of the study made by Gugler et al. (2003) and with Bertrand and Zitouna 
(2008), but the authors did not find any evidence of a significant difference between the 
domestic and cross-border acquisitions. 
This dissertation leaves several topics for future research, specifically the possibility of 
extending our sample, so that it can be possible to isolate the “crisis” effect and to 
increase both the robustness of our results and the geography of acquirers and targets, in 
order to extend the conclusions of this study beyond Portuguese companies. 
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